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I. Basis of the report 



1 . With regard to the elements of the international application: * 
/*\ the international application as originally riled. 



the description: 

pages 1-17 as originally riled 

pages NONE , filed with the demand 

pages NONE , filed with the letter of _ 



the claims: 

pages 18-21 L as originally filed 

pages NONE , as amended (together with any statement) under Article 19 

pages NONE , filed with the demand 

pages NONE , filed with the letter of 



the drawings: 

pages 1 t as originally filed 

pages NONE , filed with the demand 

pages NONE , filed with the letter of 

1 | the sequence listing part of the description: 

pages NONE 1 as originally filed 

pages NONE , filed with the demand 

pages NONE , filed with the letter of 



2. With regard to the language, all the elements marked above were available or furnished to this Authority in the 
language in which the international application was filed, unless otherwise indicated under this item. 
These elements were available or furnished to this Authority in the following language which is* 

□ 

the language of a translation furnished for the purposes of international search (under Rule23. 1(b)). 

□ 

the language of publication of the international application (under Rule 48.3(b)). 

the language of the translation furnished for the purposes of international preliminary examination(under Rules 
55.2 and/or 55.3). 

3. With regard to any nucleotide and/or amino acid sequence disclosed in the international application, the 
international preliminary examination was carried out on the basis of the sequence listing: 

□ 

contained in the international application in printed form. 

n 

filed together with the international application in computer readable form. 

□ 

furnished subsequently to this Authority in written form. 

□ 

furnished subsequently to this Authority in computer readable form. 

The statement that the subsequently furnished written sequence listing does not go beyond the disclosure in the 
international application as filed has been furnished. 

The statement that die information recorded in computer readable form is identical to the written sequence listing 
lias been furnished. 

The amendments have resulted in the cancellation of: 
I I the description, pages NONE 

□ 

the claims, Nos. NONE 
I I the drawings, sheets/fig NONE 

This report has been established as if (some of) the amendments had not been made, since they have been considered to go 

beyond the disclosure as filed, as indicated in the Supplemental Box (Rule 70.2(c)).** 
* Replacement sheets which have been furnished to the receiving Office in response to an invitation under Article 14 are referred to in 
this report as "originally filed" and are not annexed to this report since they do not contain amendments (Rules 70.16 and 70.17). 
** Any replacetnent sheet containing such amendments must be referred to under item 1 and annexed to this report. 
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V. Reasoned statement under Rule 66.2(a) (ii) with regard to novelty, inventive step or industrial applicability; 
citations a nd explanations supporting such statement 

L STATEMENT 



Novelty (N) Claims 1-14 YES 

Claims NONE NO 

Inventive Step (IS) Claims 1-14 YES 

Claims NONE NO 

Industrial Applicability (IA) Claims 1-14 YES 

Claims NONE NO 



2. CITATIONS AND EXPLANATIONS 

Claims 1-14 meet the criteria set out in PCT Article 33(2)-(3), because the prior art does not teach or fairly suggest because the 
applicant has claimed a novel method of reducing periodic earnings volatility associated with a hedged exposure by accounting for an 
exposure and related hedging by designating a portion of the value of the exposure as being hedged by the hedging instrument based 
on a price sensitivity of the hedging with respect to changes in market value of an underlying instrument, redesignating the portion of 
the exposure based on that changed price sensitivity, with the hedging instrument comprising a first and a second part such that 
changes in the value of the first part substantially offsets changes in the exposure, and redesignating the portion of the first part such 
that the remainder of the first part offsets the delta of the second part. 

The closest prior art is King et al, which discloses employing operatively interconnected input, output, and dataprocessing means for 
facilitating through an entity, the transfer and acceptance of specifically defined risks through the entity from risk transferors to 
capital providers accepting the risk transferred King et al. does not teach a division of the hedging position into two different parts. 

This invention allows the smoothing of reported earnings under changing economic conditions. 

Claims 1-14 meet the criteria set out in PCT Article 33(4), for industrial applicability. 
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